STATE OF MICHIGAN

JENNIFER M. GRANHOLM OFFICE OF THE STATE BUDGET ROBERT L. EMERSOMN
GOVERNDR LANSING DIRECTOR
February 26, 2007
MEMORANDUM
TO: Directors of Departments and Autonomous Agencies

State Budget Director

FROM: Robert L. Emerson @W ) gﬁ:’/ WM’J\—)

SUBJECT: Executive Directive 2007-2
Restrictions on Personal Service Contracts and Use of Temporary Employees

Executive Directive 2007-2 establishes restrictions on personal service contracts
and use of temporary employees for Executive Branch departments and autonomous
agencies for the remainder of the fiscal year ending September 30, 2007.

This memorandum outlines procedures necessary to implement Executive
Directive 2007-2.

Restrictions on Use of Personal Service Contracts and Temporary Emplovees

Use of personal service contracts and temporary employees financed in whole,
or in part, by general fund or state restricted funds are not allowed except in
limited circumstances.

No state funds may be expended for personal service contracts or use of temporary
employees unless the department demonstrates to the State Budget Director that
personal service contracts or use of temporary employees is essential to the operation of
the department and autonomous agency.

The State Budget Director may grant an exception to the use of personal service
contracts and temporary employees in any of the following circumstances:

1 The personal service contract or the use of temporary employees is required
by legal mandate or court order or for law enforcement purposes.

2. The personal service contract or the use of temporary employees is
necessary to protect the health or safety of Michigan citizens or visitors or to
assist other states in similar circumstances.
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The personal service contract or the use of temporary employees is
necessary to provide for the basic requirements of residents of state
institutions or facilities, including, but not limited to, food, clothing, and
prescription drugs.

The personal service contract or the use of temporary employees is essential
to the continued functioning of a legally mandated program or activity of
state government.

The personal service contract or the use of temporary employees is
necessary to produce budgetary savings or to increase state revenue,
including protecting existing federal funds or securing additional
federal funds.

The personal service contract or the use of temporary employees is
necessary to comply with federal requirements.

The attached form (signed by the department director or his/her designee) should be

used to request the State Budget Director to grant an exception to this directive. This form
is also available on the State Budget Office Web site at http:/www.michigan.gov/budget.

Once the State Budget Director has granted an exception to Executive Directive

2007-2, the department director or his’her designee should establish procedures to
ensure compliance with the restrictions on personal service contracts imposed by

Executive Directive 2006-3.

I appreciate your cooperation in implementing this directive. If you have any

questions concerning these procedures, please contact Nancy W. Duncan, Deputy State
Budget Director at (517) 373-0870.

Attachments:

1)

2)

CC:

Personal Service Contracts and Temporary Employees Authorization Form
DMB 100g (http://www.michigan.gov/budget)
Executive Directive 2007-2

Mary A. Lannoye, Chief of Staff

Teresa Bingman, Deputy Chief of Staff

Nancy W. Duncan, Deputy State Budget Director
Agency Budget Directors

Internal State Budget Office Distribution



Office of the State Budget PERSONAL SERVICE CONTRACT AND
Romney Bldg., 6™ Floor TEMPORARY EMPLOYEE AUTHORIZATION
Authority: Executive Directive 2007-2

Instructions: Please complete and submit to: Nancy Duncan, Deputy State Budget Director.
All iterns must be completad, Incomplete forms will be returned to the agencies for resubmission.

Department/Agency BursawOffice
Division/Section/Unit Start Date End Date
I:l Perzonal Service Contract D Use of Temporary Employees

Perzonal Service Contract or Use of Temporary Employees Maets the Following Critaria

Iz required by legal mandate or court order or for law enforcement purposes.

L]

I= necessary to protect the haalth or safety of Michigan citizens or visitors or to assist other states in similar circumstances,

Is necessary to provide for the basic requirements of residents of state institutions or facilities including, but not limited to, food, clothing, and
preseription drugs.
Iz essential to the continued functioning of a legally mandated program or activity of state government.

Iz necessary to produce budgetary savings or to increase state revenusas, including protecting existing federal funds or securing
additional federal funds.

Iz necessary to comply with federal requirements.

L) Y L)

Describe Purpose and Justification for Personal Service Contract or Temporary Employees

Total Cost (Enter Total Estimated Expenseas)

$

GF/GP (Enter $ Amount or % to Be Charged to GF/GP Funds)

Fedsral (Enter $ Amount or % to be Charged to Federal Funds) Specific Federal Funding Source (in Words)

Other (Enter $ Amount or % to be Charged to Stale Fiestricted or Other Funds) | Specific State Restricted or Other Funding Source (in Words)

1 Signature [Department Diractor or Designas) 1 T Date 1
Official Budget Office Use Date Raceived Request Number
Request Approved [ Request Denied [
t Budget Director or Authorized Signaturs 1 1 Date 1
DMEB 100g www.michigan.gowbudget
February 2007
Please Return Form to; Bureau/Section:

Building/Floor: Fax Number:
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JENNIFER M. GRANHOLM OFFICE OF THE GOVERNOR JOHMN D. CHERRY, JA.
GOWVERNOR LANSING LT, GOVERMOR
EXECUTIVE DIRECTIVE
No. 2007 — 2
TO: Department Directors and Autonomous Agency Heads
FROM: Governor Jennifer M. Granholm
DATE: January 24, 2007

SUBJECT: Restrictions on Service Contracts and Use of Temporary
Employees

The economic conditions currently facing the citizens and government of this
state and the resulting fiscal difficulties for our state budget are detailed in
Executive Directive 2007-1. Given the severity of the state budget constraints, I am
issuing this Directive now, which has as its objective reduction in expenditures by
departments and agencies within the Executive Branch of state government. While
I recognize that resources are already scarce, and that greater efficiencies already
have been achieved in the administrative operations of state departments and
agencies, it is critical to implement additional efforts to reduce costs and curtail
spending. Accordingly, I direct:

RESTRICTIONS ON USE OF SERVICE CONTRACTS AND
TEMPORARY EMPLOYEES

A. For the remainder of the fiscal year ending September 30, 2007,
contracts for services or the use of temporary employees financed with state funds
shall be deferred and limited to only the most essential requirements. Exceptions to
this requirement may be granted by the State Budget Director in any of the
following circumstances:

1. A contract or the use of temporary employees is necessary to comply
with a legal mandate or court order or for law enforcement purposes.

2. A contract or the use of temporary employees is necessary to protect
the health or safety of Michigan citizens or visitors or to assist other states in
similar circumstances.
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3. A contract or the use of temporary employees is necessary to provide
for the basic requirements of residents of state institutions or facilities, including,
but not limited to, food, clothing, and preseription drugs.

4. A contract or the use of temporary employees is essential to the
continued functioning of a legally-mandated program or activity of state
government.

5. A contract or the use of temporary employees is necessary to produce
budgetary savings or to increase state revenues, including protecting existing
federal funds or securing additional federal funds.

6. A contract or the use of temporary employees is necessary to comply
with federal requirements.

B. The restrictions on personal service contracts imposed by Executive
Directive 2006-3 remain in effect.

II. ENFORCEMENT

A State department directors and autonomous agency heads are directed
to closely and regularly monitor expenditures for services contracts or temporary
employees to ensure close compliance with the spirit of this Directive and the
efficient expenditure of tax dollars.

B. The Department of Management and Budget (“DMB”) and the State
Budget Office shall review department and agency expenditures on a regular basis.
The DMB shall make every effort, including, but not limited to, implementing limits
on the use of statewide contracts, direct vouchers, procurement cards, and employee
reimbursements, to further reduce total state expenditures using service contracts
or for temporary employees. If the Director of the DMB determines that a
department or agency has failed to demonstrate significant and continuing progress
in meeting the objectives of this Directive, the DMB shall rescind procurement
authority delegated to the department or agency, including, but not limited to,
delegation authorized under Section 261 of the Management and Budget Act, 1984
PA 431, MCL 18.1261, or under Sections 0510.01 or 0510.12 of the Administrative
(Guide to State Government. The State Budget Director may recommend to the
Director of the DMB rescission of delegated purchasing authority under this

paragraph.

C. In exercising general supervisory control over the functions and
activities of all administrative departments, boards, commissioners, and officers of
the state, and of all state institutions, as required under Section 3 of 1921 PA 2,
MCL 17.3, the State Administrative Board shall monitor compliance with the
requirements of this Directive.
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D. Violations of the requirements of this Directive shall be reported to the
Director of the Department of Management and Budget and to the Secretary of the
State Administrative Board.

E. The State Administrative Board may take action to enforce the
requirements of this Directive as authorized under 1921 PA 2, MCL 17.1 to 17.3.

III. MISCELLANEOUS

A Nothing in this Directive shall be construed to alter or modify any Civil
Service Commission rule or regulation.

B. The restrictions established under this Directive apply regardless of
the state fund source financing a purchase or a contract.

i The restrictions established under this Directive apply both to new
contracts and to the amendment, extension, renewal, or reauthorization of existing
contracts.

D.  This Directive is effective immediately and remains in effect through
September 30, 2007.

I extend my sincere appreciation for your assistance and the continued hard
work of state employees as we respond to the state’s difficult fiscal condition.

WO@,H

GRANHOLM
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